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When people think of environmental innovation, we tend to think of technological change—ways to pollute less, use fewer resources, or protect endangered species. Indeed, technological change is vital to overcoming many of the environmental hurdles we face—problems like climate change, persistent organic pollutants, and the loss of biodiversity around the globe.
But technological innovation is just the final step in solving environmental challenges. To get there, we need to first have adequate knowledge about our world; and second, we need to use the knowledge we have to create systems that will allow innovation to flourish.
With more than six billion people on this planet, we are using up far too many resources far too quickly to take a “wait and see” approach. Our challenge is to build systems that take advantage of what we know to encourage new ways of thinking that will lead to a more sustainable economy.
Greater spread and application of innovation in business models that reduce resource use has the potential to create multi-billion euro markets in the EU and overseas and bring very substantial environmental and economic benefits.
The actual spread of these business models currently covers a very broad range of sectors including industrial production of solid goods, fluids and ingredients as well as transportation, construction and maintenance, agriculture and public services.
But they have been utilized to only limited extent with a very unequal distribution between. The most promising benefits appear to be realized by different kinds of Product Service Systems (PSS). They are alternatives to the selling of products or services that offer greater profits. If PSS were more widely applied they could lead to greatly reduced consumption of energy and raw materials as well as reduced waste production.
These include chemical management systems, where chemical suppliers take back chemicals they sell – a model more widely applied in the US than in EU and waste management cooperation where General Motors co-operate with waste specialists to reduce waste production and share savings from effective waste management. There are examples where business model change has led to 20% reductions in waste and 65% increases in recycling – with corresponding financial gain. Some of these types of business models are estimated to have markets worth €5bn or more per year.
The key factor for success is that the company actually has a potential in the form of either product capacity or knowledge that could be captured by diverting into a service market or taking the responsibility of the process related to the product. 
Business leaders can find opportunities to profit from PSS models by investigating:
	Existing technical capabilities or knowledge that is capable of saving resources but which is not utilised by existing business models.
	Possible wins that could be realised and shared in a partnership relation with customers and business partners.
	Opportunities for selling outcomes, rather than products.
	Willingness to pay for intangible value such as reputation for sustainability.
Business associations could break down barriers to uptake through the promotion of knowledge of PSS through business networks.



